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THE EFFECT OF THE DECLINING RATE OF 
INTEREST ON THE INVESTMENT POLICY 
OF LIFE INSURANCE COMPANIES 
By A. H. LEMON 


IFE insurance funds constitute one of the largest reservoirs of 

investment funds in the country. The total assets of Dominion 
licensed Canadian companies exceed $3,500,000,000, and are increasing 
at the rate of approximately $250,000,000 a year. This compares with 
total assets of approximately $7,500,000,000 for the chartered banks and 
approximately $3,000,000,000 of assets under administration by trust 
companies. These life insurance assets have been accumulated under 
contracts that run for long periods, and whose terms cannot be altered. 
Managements generally are keenly aware of their responsibilities, and 
are leaving no stone unturned to minimize the effect of declining interest 
rates on their policyholders. This is a prime example of “enlightened 
self interest”, since in so doing they are contributing in no small way 
to the financing of post-war development, and assuring that credit is 
available to all reasonable enterprises. They are very conscious of the 
enviable reputation of the Canadian life insurance companies for sound- 
ness, and while willing to assume reasonable risks in investment policy, 
nevertheless safeguard their trust funds by every means possible. 


} 
i 














THE QUARTERLY REVIEW or COMMERCE 


The rate of interest on prime investments in Canada has been de- 
clining for approximately twenty-five years, with relatively minor 
interruptions in the trend. As investors of funds for long terms, life 
insurance cmpanies have been drastically affected by this decline. While 
an alert management can take certain steps to ease somewhat the effect 
of this fall on the cost of insurance to the policyholder, in the long run it 
is that policyholder who must bear the brunt. It is not part of the scope 
of this article to discuss the reasons for this decline, nor to discuss any 
future trends, but merely to outline its effects on the management of 
life insurance funds. During the war there was very little that could 
be done, but the companies are now taking every possible measure to 
obtain for their policyholders the best rate possible, and the competition 
in this direction is no less keen than in the sale of life insurance. All 
this redounds to the good of the economic life of the country, since it 
assures that credit will not be lacking for any constructive enterprise, 
from building a house, to major industrial or public utility construction. 


When a life insurance company sells a policy, it enters into a con- 
tract to make certain payments, perhaps up to fifty to sixty years hence. 
For this a policyholder pays a specified premium. This premium is 
calculated on the assumption that the funds will be invested to earn a 
minimum rate of interest, usually 3%. These premiums build up a 
fund and this fund keeps on accumulating until the time of paying out 
is reached. The liability to earn this rate of-interest continues even 
though investment conditions may alter drastically in the meantime. 
There are thus two peculiarities to life insurance funds that do not 
attach to most other investment funds. In the first place, there is an 
obligation to earn a fixed rate of interest over very long periods, and 
secondly, the fund to be invested at that fixed rate goes on increasing 
and the increase cannot be slowed down even though conditions alter. 
Even though a company may cease to write new business, its funds 
would go on increasing until its present contracts started to mature in 
substantial volume. 


Perhaps a brief resumé of the history of the earning rate on life 
insurance funds in Canada would give some of the background to current 
problems. The following table shows the average gross rate of interest 
earned by all Dominion licensed life insurance companies, and also the 
average market rate of interest on long term Dominion of Canada bonds 
in each year from 1925 to date. The latter figure is estimated by the 
Dominion Bureau of Statistics and the Bank of Canada. The rate of 
earnings for all life insurance companies for 1946 is not yet available, 
but it is estimated that it will be approximately .20% below 1945. 
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Gross rate earned by all Average market 
Dominion Licensed Life yield on Dominion 


Companies of Canada long 
term bonds 
1925 tu 6.16 4.86 
1926 6.12 4.85 
1927 6.06 4.62 
1928 6.08 4.52 
1929 5.98 4.93 
1930 5.78 4.73 
1931 5.34 4.63 
1932 4.90 5.12 
1933 4.74 4.60 
1934 4.78 3.97 
1935 4.64 3.58 
1936 4.62 2.97 
1937 4.53 3.17 
1938 4.32 3.09 
1939 4.32 3.16 
1940 4.21 3.28 
1941 4.28 3.10 
1942 4.10 3.06 
1943 4.17 3.01 
1944 4.14 2.99 
1945 3.85 2.93 
1946 2.61 


This first column includes certain United States companies that 
operate in Canada and also the foreign assets of Canadian companies 
held to cover their foreign business. However, the trend is the same 
as for Canadian assets only. If only the Canadian companies were 
included, the rate would be approximately 30% higher in each year. 


After the first Great War, there was a great expansion in the sale 
of life insurance and a substantial growth in investable funds. Various 
forms of investment were available at good rates of interest and earn- 
ings on the funds were maintained at a very satisfactory rate. With the 
onset of the depression in the early thirties, the rate declined somewhat, 
chiefly due to reduced returns on some investments. However, up to 
1938 it was possible to invest new funds at over 4% in high grade 
investments. From there, interest rates declined steadily until the 
Dominion brought out its first 8% bond of this era, in 1935. Due to 
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the general stagnation of business, most companies confined their invest- 
ments largely to very high grade investments at lower rates, so that 
overall earning rates continued to decline. In the late thirties, due to 
some recoveries from previous investments in arrears and also to some 
broadening of investment opportunities, the decline was slowed down. 
However, once the war started, all life insurance funds were channeled 
into Dominion bonds at 3% and the decline was resumed. After the 
end of the war the yield on high grade investments declined still 
further, so that now Dominion of Canada bonds yield 2.6% or less. 
It is too soon for this last turn of the screw to be reflected in company 
earning rates, but further declines are forecast in every annual report. 


What can management do to counteract this trend? The first and 
most obvious answer is to look for any and all types of investment that 
give a higher rate of return, and all companies are doing just that to the 
maximum extent possible. This very search, however, tends to defeat 
itself. Generally speaking, higher yielding investments yield more 
because there is a greater degree of risk involved. Competition for 
these investments tends to reduce these higher yields to the point where 
some doubt arises as to whether or not there is adequate compensation 
for the extra risks assumed. This tendency, under present circum- 
stances, is accentuated by the relative shortage of alternative invest- 
ments. Provinces, municipalities and corporations have been prevented 
from undertaking necessary and desirable capital expenditures by lack 
of labour and materials, which means that for the meantime, capital 
funds are not required. Some relief in this direction may be expected 
in the not too distant future. However, at the present time, to earn a 
higher rate of interest than is available on high grade investments, a 
management must be prepared to invest in assets involving some degree 
of risk, and to keep its losses within a margin that is lower than it has 
been at almost any other time. 


As an example, there has been a great expansion of financing of 
house construction by life insurance companies since the war ended. 
Mortgage rates generally are lower than they have been in any com- 
parable period, and the incidental services offered by the companies 
are greater. Also, these loans are being made in a period of very high 
costs. There will undoubtedly be losses from this business, and in order 
to keep these losses within a reasonable margin, most companies are 
insisting upon regular repayments of principal, as well as exercising 
more strict selection and inspection. Most companies are also reaching 
out to assist in financing small businesses to a much greater extent than 
ever before. Legislation has been, or is being, broadened to permit other 
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forms of investment such as the ownership and development of real 
estate, and it is likely that these avenues will be used when available. 
Provincial, municipal and corporate financing will also be available in 
time to come, as labour and materials become more plentiful. All of 
this will tend to retard the decline in the gross rate earned, but the 
effect on the ultimate net earnings can only be realized when invest- 
ments now being made are tested under different economic conditions. 
In addition to searching out higher yielding investments, manage- 
ment can accumulate reserves against a further decline in earning 
power. Most life insurance in Canada is written on the “participating” 
plan. That is, the company calculates the premiums on a very con- 
servative basis, and returns as a dividend any portion not required. 
Most companies have been retaining some of these funds, which might 
otherwise be available for dividends, as a hedge against a further decline 
in earnings. These retained funds are themselves invested and the 
earnings on them contribute to the general earnings of the company. 


The decline in interest rates has added to the investment problem 
in a different way. This decline, combined with heavy income taxes 
and succession duties, has made it impossible for a large number of 
people to live on the income from their investments as they formerly 
could. These people are tending to turn their investment problems 
over to the life companies through the purchase of annuities, pension 
policies, etcetera. These funds have contributed to the recent increase 
in the rate of growth of life insurance funds. Most companies are very 
careful of the rates at which they will accept large sums of money under 
these conditions, accepting them only on such a basis that they are not 
likely to be a burden on the other earnings of the company. 


As was stated before, most life insurance in Canada is issued on a 
“participating” basis, and this gives a company considerable margin to 
meet changing conditions. Also, all companies have a substantial back- 
log of investments yielding somewhat more than current rates, and have 
in addition accumulated adequate reserves. By these means, present 
contracts are well secured through any foreseeable circumstances. How- 
ever, the question constantly arises as to the basis on which future 
contracts should be accepted. It is not equitable that the earnings on 
old conracts should be used to support new contracts assumed on a 
basis not self-supporting. It is therefore inevitable that if present low 
rates of interest continue or decline further, the companies will have 
to face the question of whether or not their present premium rates are 
adequate for contracts maturing a generation or more hence. 
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CERTIFICATION OF CONSUMER GOODS — 
WHAT IS THE APPARENT TREND? 
By W. R. McCAFFREY 


It is not the unsupported claim, but what you can prove that counts. 
—F. Alexander Magoun 


HE advantages of standardization practices have been recognized 

by most successful industrialists for many years and the economic 

problems that developed during and following our two major wars of 

the past quarter century have strengthened the ever-growing recogni- 
tion of the value of national standards. 


The co-ordination of basic designs and the simplification of 
practices, involved in the production of similar articles, contribute 
largely to the elimination of economic waste. It also permits the 
reduction of a large proportion of dormant capital tied up in stocks of 
manufacturer, jobber and retailer—stocks that were essential in order 
to meet individual tastes of prospective purchasers. 


Such co-ordination, in the form of national standards, establishes 
a voluntary control of dimensions, quality and tests of materials, 
products and equipment. It makes it possible to provide more goods at 
lower cost and enables buyers to evaluate the goods that they require. 

These advanages have long been apparent to the leading export 
nations and were obviously important to the economists of Germany 
and Great Britain in their struggle for trade supremacy prior to World 
War II. 


In his Report on Britain, Mr. A. D. MacLean, in the March, 1947, 
issue of Engineering and Contract Record, made the following state- 
ments: 


“The government today is better informed as to the 
dangers ahead than was the government of the early days of 
the war. The government of today is taking the long, hard and 
7 














The Quarterly Review of Commerce 


courageous way of meeting the obligations of the nation and 
building export trade with which it means to repay the cost of 
victory. 


“Britain will win the war of production—not along Amer- 
ican lines of mass output—but along her traditional way of 
quality, involving advanced design and superior workmanship.” 


It is interesting to recall that Britain, in the past, has made 
phenominal recoveries from economic ills and it is certain that in tack- 
ling her most severe problem of all time she will make a no less deter- 
mined effort. 


Furthermore, it is worthy of note that Britain’s trade development, 
domestic and export, has been paralleled by a strong development in 
industrial standardization on a national basis. The minimum standards 
of quality and performance that form the basis of production of com- 
modities in the United Kingdom are appreciated not only by the British 
buying public, but by the legion of buyers in the foreign markets. 


During the past decade the growth of the standardizing movement 
in Britain has been strengthened by an ever increasing practice of 
certification of quality by the use of national standards marks, based on 
nationally and internationally accepted standards of quality and per- 
formance. 


The following statement appears in the official Report of the 
British Commonwealth Standards Conference, London, October, 1946, 
under the heading Recommendations Regarding Standards Marks: 


“The growth of the standards organizations is evidence of 
the growing demand for industrial standards. Up to the 
present, however, the work of the standards organizations has 
been largely confined to the preparation of standards for goods 
supplied in bulk under contracts which provide for independent 
inspection and testing before delivery. 


“With the growth of the demand for standards for goods 
which are purchased in small quantities; where failure to 
comply with the standard often becomes apparent only after 
months or even years of use, and where, in many cases, testing 
is impracticable as it involves destruction of the article, and the 
test may cost more than the article; there has arisen a demand 
for some measure of assurance to the purchaser that the goods 
he purchases are up to an economic standard.” 
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Canadian exporters, it is believed, will be faced to an ever increas- 
ing extent with competition, in the foreign markets, that is based on 
products not only manufactured to recognized standards of quality 
and performance but also bearing certification marks that are intended 
to assure compliance with such standards. 


The movement toward Certification of commodities is growing in 
various countries of the world and generally implies more than a brand 
name or mark of the manufacturer. Unless the manufacturer is well 
known, both nationally and internationally, as an honest tradesman and 
unless his brand or trade-mark is evidence of unquestionable quality and 
performance, little can be gained by private certification marks. 


Certification has little value unless the reliability and integrity of 
the certifying authority is recognized, for, as stated at the opening of 
this article, “it is not the unsupported claim but what you can prove 
that counts”. If the purchaser must rely upon the “eating” as the 
“proof of the pudding”, the prestige and consequently the consumption 
of the product may suffer. 


These problems are receiving considerable attention in the United 
States. The American Standards Association has an extremely active 
project which is designed to place consumer goods in a position of 
recognized value to the average citizen. 


A member of the ASA Board of Directors, Mrs. Guy Moffatt, was 
quoted in the January, 1947, ASTM Bulletin, as follows: 


“Why make a woman’s blouse that the retailer tells cus- 
tomers is not guaranteed to wash or dry clean? Why make slips 
of nylon that can be worn only once because all the seams pull 
out? Why put children’s shoes on the market with soles that 
come loose and thread that breaks in the seams with the first 
week’s wearing? Why the many worthless cooking utensils on 
the market, pots too thin or with handles that are actually 
hazards? If miniumum standards are necessary to prevent 
such goods from being offered for sale, we should develop them 
for the sake of our country’s resources as well as our own. 


“The British have anticipated the need of consumer 
standards that are understandable to the non-technical person. 
Their standards for building materials and structures are 
expressed in clear, simple words with a minimum of technical 
jargon and with no sacrifice of technical competence. The aim 
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is to make them useful to home-hungry citizens. . . The useful- 
ness of standards could be greatly extended if they were 
written in language more meaningful to the buyer at retail.” 


In this country, the Canadian Standards Association has been in 
the Certification field for the past seven years. The significance of the 
CSA label is becoming more and more apparent to Canadian merchants 
and Canadian consumers. It is true that the purpose of the label is at 
present limited to signifying that electrical equipment and oil-burning 
apparatus are reasonably free of accident and fire hazards and that, 
consequently the device is safe to use and is unlikely to cause shock or 
fire to the user or his premises. 


Quality is inherent in CSA certification but is not the feature on 
which certification is based and there is no assurance of satisfactory 
mechanical performance. A modification of the procedure practiced by 
the CSA could, with little difficulty, be applied to commodities of all 
descriptions and the CSA monogram brought into recognition as a 
hall-mark based on acceptable standards of quality and performance. 


There is every evidence that the problems of purchasers will be 
given much greater consideration in the future, in the matter of value 
received. Our social outlook is broadening and it is being realized more 
and more that the average citizen is lacking in protection from possible 
careless or unscrupulous practices. Whether it-is admitted or not, there 
is a generally accepted principle that a purchaser is entitled to some 
assurance that he is receiving value for his investment. 


In some countries, such problems are provided for by appropriate 
legislation and policing. In Britain and Anglo-Saxon countries, gen- 
erally, the voluntary development of certification of commodities is 
being practiced or studied. Freedom-loving peoples prefer the volun- 
tary method and resent controlling orders, accepting them, willingly, 
only under conditions of emergency. 


The future of certification in Canada rests with Canadian Industry 
for it is a reasonable conclusion that time will see its broad development, 
either as a voluntary effort, possibly through a recognized national 
standardizing body, or by government edict and control. 














THE COMMUNIST CREED AS PRACTICED IN 
THE U.S.S.R. 
By W. B. HARVEY 


EDITORIAL NOTE 


This is the first of a series of four articles by Walter B. Harvey on contemporary 
economic systems. In this issue the basic beliefs of communism are summarized, a 
historical account of communism as instituted in Russia is presented and an attempt 
is made to point out the shortcomings of the creed by illustrations from the Russian 
experience. Subsequent articles will discuss Socialism, Capitalism and the problems 
of Capitalism, and will appear in Volume XIII, 2,3 and 4 of THE QUARTERLY REVIEW 
OF COMMERCE. 


a 


NTIL a very recent period in the world’s history, even though the 
vast majority of mankind has lived in poverty and misery, the 
greatest philosophers and prophets have insisted that moral values are 
the most important thing in life. It is, therefore, paradoxical that now, 
when living standards are generally rising and the majority of the 
people in the country are above the poverty line, so many people should 
be coming to despise moral values and to believe that economic improve- 
ment is the only important thing in the world. 


Throughout most of history, mankind has lived under despots of 
one kind or another. Only in a few places and only for relatively short 
times, has a moral code been built up under which the individual is free 
and secure, and in which decisions on matters of public policy and the 
selection of rulers are made by having the bulk of the people make 
marks on pieces of paper and under which the rejected policies may 
continue to be advocated and the rejected leaders remain free and 
respected members of society. It is a sad paradox that here and now 
when we have realized that ideal, so many people should be supporting 
a movement which hands all power to one man, subjects the entire 
nation to his will and condones the slaughter and enslavement of 
millions of people, all in the hope—as yet it is hardly more than a hope— 
that the standard of living may rise more rapidly than it would under 
a system which would preserve democracy and individual liberty. 
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In this article communism means the system of beliefs and prac- 
tices accepted and followed in the Soviet Union. Its distinguishing 
features are collective ownership of the means of production combined 
with political dictatorship. Socialism, on the other hand, means the 
collective ownership of at least large-scale business combined with 
political democracy and individual liberty. This is the program being 
implemented by the Labor Government in Britain, and advocated by 
the C.C.F. in this country. 


Since both communism and socialism propose a _ collectivized 
economic order, many people lump them together as the antithesis of 
democratic capitalism. This is a grave error. They are both critical of 
capitalism, but since socialists believe in democracy and individual 
liberty, they are definitely not in the communist camp. For anyone who 
puts more emphasis on moral and political values than on the form of 
economic organization, the really important line of division in the 
world today is between communists on one side and the defenders of 
democracy, whether socialist or capitalist, on the other. 


It is frequently argued that the way to combat communism is to 
maintain satisfactory living conditions for the mass of the people. This 
view would have much merit if the threat of communism came from 
within the country. The premise of this article is that there is practi- 
cally no danger that communism will secure a large following from 
within this country ; instead the danger will come from without. There is 
a possibility that a strong communist fifth column can be built up here 
and that this fifth column will not be built up by economic conditions 
but by the propagation of communist theories. It, therefore, seems 
worth while to subject these theories to a critical examination. 


The Communist Creed'\—Fundamentals 

There are three fundamental propositions in the communist creed. 
First, the theory of surplus value; second, the theory of the economic 
interpretation of history; third, the theory of the class struggle. 


The Theory of Surplus Value 


The theory of surplus value as popularized by Kar] Marx, holds that 
labor alone creates value and that, therefore, all forms of income other 
than wages, (i.e., interest, rent and profits) are surplus value created 
by the worker but robbed from him by the capitalist. Wages are said 
to be determined by the amount required to maintain the workers and 


1In describing communist theory, the word “creed” is used because the only way to 
understand the zeal and fanatical devotion of the communists to their cause is 
to realize that it has become a religion to them. That is to say, it has passed 
beyond the stage of argument with them and has become unchallengable truth. 
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their families; therefore under a capitalistic system the real wages of 
workers would be limited to the subsistence level. 


The theory of surplus value, which communists maintain is a 
scientific theory, is really a piece of propaganda designed to make the 
workers believe that they are being robbed and to make it appear just 
to confiscate the wealth of the capitalists. Communists, however, be- 
lieve it to be true, and this explains in large measure why they deny 
that it is possible to improve the condition of the workers under capi- 
talism. This position, in turn, makes them prone to favor revolutionary, 
rather than evolutionary methods. 


The Economic Interpretation of History 

The communist economic interpretation of history holds that the 
prevailing mode of production and distribution of wealth determines 
all aspects of any civilization, including its customs, laws, ethics and 
religion. For example, according to this theory, slavery appeared when 
it became profitable and was changed into serfdom when it ceased to 
be profitable. The theory ignores the military factor—the need for 
a local defence centre after the breakdown of government in the Roman 
Empire. The theory holds that slavery reappeared in the New World 
when conditions again made it profitable. 


It can not be denied that economic factors exercise an important 
influence on the other aspects of life but the theory overlooks such 
important forces as the desire for power, military or political. More- 
over, even if ethical and religious factors were derived from the 
economic system prevailing at the time of their origin, they persist 
through changing economic systems and exert an influence so great 
that no satisfactory account of events can be made in terms of economic 
factors alone. The influence of economic factors has continually 
diminished as civilization has advanced, and moral and ideological 
factors have become increasingly more important. For example, it 
could hardly be argued that the reason slavery was abolished in the 
nineteenth century was that it was not profitable. The predominance 
of the moral factor in the abolition of slavery is quite clear. The 
economic interpretation of history in making morals the result of the 
economic system, has the effect of making communists underestimate 
moral values including human life. This is partly to blame for the utter 
ruthlessness with which communists pursue their aims. 

The Theory of the Class Struggle 


The theory of the class struggle holds that all history is the record 
of struggle between classes; that the classes are based on economic 
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distinctions; that progress consists in the victory of a previous subject 
class over the ruling class. For example, in the ancient world, the 
divisions were slave-owner and slave; in the middle ages feudal lord 
and serf; and in the modern period capitalist and worker. The theory 
does not give an adequate account of various groups in all stages of 
society such as the free working citizens in the ancient world, the 
business and artisan class of the middle ages or the small-scale business 
man and farmer of the present time. 


Besides, there are other lines of division in society besides the 
economic. In most times and places, these other lines of division have 
been more important than the economic. In seventeenth century 
Europe (as in India today) the religious issue was dominant. In most 
of the modern world nationalism far outweighs economic class in its 
claims on the loyalties of men. Even in communist Russia, in spite of 
assertions that the people fought so well because they felt that they 
and not capitalists owned the country, the Soviet leaders fell back on 
nationalist appeals to rouse the fighting spirit of the population. 


Communists, however, believe this class struggle theory implicitly. 
It too has a good propaganda value. It gives the worker not only an 
explanation of his poverty but also an enemy to fight—the capitalist 
class. It gives the promise of a better world to come and lays a duty on 
the workers to bring that better world into being by staging the 
communist revolution. 


While Marx said that some members of the capitalist class would 
aid the workers in introducing communism, the whole weight of com- 
munist thinking holds that communism must be brought about by the 
workers after a struggle with the capitalists. Marx, as Bertrand Rus- 
sell puts it, “hopes little from persuasion, everything from the class 
war’’.? This part of their creed too disposes the communists to follow 
the path of violent revolution. 


On the basis of the foregoing theories, Marx and Engles, who are 
generally recognized as the fathers of communism, proceeded to an- 
alyze capitalist society as they found it in the middle of the nineteenth 
century to try to prove that it was moving inevitably towards com- 
munism.? 


The argument in brief is as follows: production is continually fall- 
ing into the hands of large productive units; the small-scale business 


2A History of Western Philosophy, p. 790. 
3See especially The Communist Manifesto. 
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man is steadily being driven out of business and forced into the ranks 
of the working class; capitalists do less and less work themselves and 
hand over even the jobs of management to salaried workers. Thus, 
society becomes more and more divided into two antagonistic classes, 
a small class of wealthy exploiters who perform no function in pro- 
duction, and a group of impoverished workers who do all the work, 
including that of management. 


Under these conditions, the idle wealthy become an obstruction to 
progress in that they fail to consume all that their large income entitle 
them to, which means that capitalist society is repeatedly thrown into 
depressions through failure of demand for what the workers produce. 
At the same time, the workers are drawn together in the process of 
capitalist production and are thus impelled to form unions and to 
organize for their own protection. Once it becomes obvious to the 
workers that they are being exploited for the benefit of the idle pluto- 
cracy—as the communists say, “once they become class conscious”—it 
will be obvious that the solution of their difficulties is to bring about the 
communist revolution, take over the property of the capitalists and run 
it for the benefit of the workers. 


As with other parts of the communist creed, there is enough truth 
in this analysis to make it seem plausible to people who want to believe 
it. Like the other parts of the theory, however, it contains so much 
error and exaggeration that it can not be considered true even in a 
general way. Perhaps the weakest part of it is the assumption that 
the salaried managers of business will consider themselves part of the 
working class and will join a communist revolution. That there is 
something wrong with the analysis is evident from the fact that Marx 
thought the communist revolution was imminent in 1848. 


Communists, however, still accept this analysis and account for 
the failure of the revolution to materialize by arguing that the workers 
have not yet become class conscious. This view is the basis of the 
principal development given to communist theory by the Bolsheviks— 
the argument for violent revolution and the dictatorship of the 
proletariat. 


Until 1917, many socialists, who called themselves Marxians in the 
sense that they accepted the three fundamental dogmas, held that the 
collectivist economic society advocated by both communists and socialists 
could be achieved by democratic means. Since 1917, however, most 
Marxians are in the communist camp and model their programmes on 
that of the Soviets. 
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The argument in favor of violent revolution is that it is impossible 
for communists to convert the majority of the population in a capitalist 
country where all the means of propaganda—and in this communists 
include not only press and radio but also schools, theatres and churches 
—are in the hands of the capitalist class. The communists therefore 
argue that the only hope of the workers is to organize a determined and 
disciplined minority which can seize power by violence as the Bolshevik 
party did in Russia and introduce communism forcibly. 


COMMUNISM IN PRACTICE: The Experience of Soviet Russia 

The Bolshevik Revolution took place on November 7, 1917. In 
Russia it is always referred to as the October Revolution. That is 
because it was still October by the Russian calendar which had never 
experienced the revision that calendars in the Western world had had 
in the time of Queen Elizabeth. This fact is cited not as evidence but 
as a reminder that Russia in 1917 was not a modern state intellectually, 
politically, or economically. Instead it was essentially an absolute 
monarchy of a type familiar in Western Europe in the Renaissance. 


An autocratic court, supporting and supported by a land-owning 
nobility and a compliant church; a population, poverty-stricken, illit- 
erate, superstitious, only a little more than half a century removed from 
serfdom—again about three hundred years behind Western Europe; 
and a country overwhelmingly agricultural and rural—(the urban 
proletariet was only about 5% of the population) ; such was the country 
which Lenin and his friends undertook to make the world’s first 
collectivized state. In all important respects it was similar to the 
England in which Sir Thomas More wrote a book picturing an ideal 
communist society—a book which, lest anyone might think he meant 
it seriously, he called “Utopia” or “Nowhere”. In the eighteenth and 
nineteenth centuries several other proposals for communist societies 
were made and made seriously. The Marxian socialists or communists 
sneered at all such proposals as the outpourings of impractical vision- 
aries whom they contemptuously called Utopians. They contended that 
socialism or communism could not be manufactured; it could only be 
evolved. Only after capitalism had done the work of building up large- 
scale productive units, eliminating middle-class elements, and convert- 
ing the mass of the people into an urban industrial working class whose 
obvious class interest was to expropriate the small body of parasitic 
capitalists—only then could a collectivist economy appear. Small wonder 
then that socialists and communists raised serious questions as to 
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whether collectivism was practicable in a country in the same general 
stage of development as the England of Sir Thomas More. 


However, such was the energy, the zeal, and the unity of purpose 
of the little handful of Bolsheviks who seized the reins of government 
of the largest country in the world, that in spite of their lack of ex- 
perience in government, despite the obstacles presented by the back- 
wardness of the country, a civil war, by lack of capital, lack of credit, 
lack of a trained industrial class of engineers and technicians (most 
of whom had to be imported from the United States), in spite of every- 
thing, they did transform this Renaissance state into a collectivized 
industrial country. 


It was in all essentials precisely the opposite of the Marxian fore- 
cast. Instead of the revolution being brought about by a country of 
proletarians at the end of a period of capitalistic development, it was 
the work of a few fanatics, very few of whom were industrial workers, 
who by sheer ruthless determination collectivized the country, built up 
an urban industry, and so created the proletariat which according to 
their theory should have been the artificers of the revolution. And yet 
such is their fanatic adherence to the dogmas of Marxism that they 
claim that their revolution was a verification of the Marxian analysis! 
The real lesson is twofold: first, that social and economic conditions are 
not the inescapable directors of events but are putty in the hands of 
men; and second, that Marxism is not a scientific analysis of capitalist 
development but a religion which inspires its followers with such 
devotion to the ideal of collectivism that they can and will achieve it, 
not only against material difficulties but against the will of the people 
as well.4 


Most accounts of Communism in practice deal with the measurable 
achievements of the Soviets in such matters as industrial output, collect- 
ivization, literacy, etc. It seems that from the point of view of a 
person who is wondering whether communism would be a good thing 
in this country, it is more worthwhile to consider the results in practice 
of the communist philosophy and tactics. 


The point is, that if one believes that a collectivized, planned econ- 
omic system is desirable, there are two roads to it: first, the democratic, 
gradual, peaceful approach advocated by the socialists and second, the 
revolutionary, violent, class-struggle method of the communists in which 


4It is true that the Bolsheviks at the end of October secured a majority in the all- 
Russian Congress of Soviets but in the elections to the constituent assembly held 
after the Bolsheviks seized power—the last elections held in Russia under conditions 
approaching freedom—the Bolsheviks won only 175 seats out of 700. 
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collectivization is adopted on principle and imposed by a dictatorship 
which brooks no criticism or question and kills off or enslaves its 
opponents. In short, the issue between socialism and communism is one 
of philosophy and method. The number of locomotives or schools built 
in the Soviet Union has no bearing on that issue. The relevant question 
is: “How successful have the communist methods been in meeting the 
difficulties involved in arriving at a collectivist state?” 


The fact is that most of the suffering inflicted on the citizens of 
Soviet Russia by their government was not a necessary result .of a 
collectivist economic system but resulted from the communist methods 
of introducing collectivism. This is illustrated in the following cases. 


(a) The Civil War and Allied Intervention 


The Bolshevik revolution of November 7th, 1917, was accomplished 
with comparatively little bloodshed. The Bolsheviks had the support of 
the majority of the Congress of Soviets and there was wide support 
for their programme of “peace, bread, and the land for the peasants”. 
About two weeks after the revolution the elections were held for a 
constituent assembly, a body whose purposes was to formulate a per- 
manent constitution for a democratic Russia. 


Kerensky, who had arranged for the elections, considered that 
his government was provisional and would be. superceded by whatever 
government would be elected under the new constitution. Apparently 
many people thought that the Bolsheviks would also turn over the 
powers of government to a democratically elected body. However, when 
the constituent assembly met, it was found that the Social Revolutionary 
party, the peasant party, had a clear majority. As soon as Lenin and 
his friends saw that this assembly was not going to recommend that the 
Soviets be recognized as the legitimate government, they decided to 
dissolve the assembly. Lenin realised that this would lead to Civil War. 
As he said, “As long as the slogan ‘All power to the Constituent 
Assembly’ is used to cloak the slogan ‘Down with the Soviet Power’, 
so long will there be no escape from civil war”.® Whether civil war 
could have been avoided by permitting the constituent assembly to 
frame a constitution may be debated but the action of the Bolsheviks 
made war inevitable, as Lenin well knew. 


The same is true of the intervention of Allied troops. These troops 
were sent in the first place to prevent war material from being de- 
livered to Germany and if possible to assist in setting up a government 
5F. L. Schuman, Soviet Politics at Home and Abroad. p. 131. 
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in Russia which would continue the war against Germany. The Allied 
governments felt that the Bolshevik government, not having been 
democratically elected, did not have the support of the masses of the 
people and would, therefore, be overthrown within a short time. The 
enthusiasm for democracy among the Allies under the leadership of 
Woodrow Wilson was so high at that time that it is scarcely conceivable 
that Allied troops would have opposed any Russian government that 
had been democratically elected. 


(b) Breakdown of Production 

One plank in the Bolshevik program which particularly applied 
to urban workers was “the factories to the workers’, corresponding to 
the slogan “the land for the peasants”. Just what Lenin meant by “the 
factories to the workers” is difficult to say. He apparently planned to 
collectivize only the large-scale and key industries at first, to retain 
the managers at their posts and to leave the small-scale businesses in 
private hands. However, as the civil war developed, two things occurred 
which made this impossible. First, many workers, interpreting the 
slogan literally, proceeded to drive the managers and owners out of the 
factories and tried to run them as worker-controlled units. Second, 
most of the managers and owners sympathized with the organizations 
that were opposed to the Bolsheviks and as a result it was felt by the 
Bolsheviks (in some cases rightly) that these former owners and 
managers were sabotaging production. They, therefore, decided to 
“liquidate” the entire owner-manager class which was accomplished 
in the so-called Red Terror. This was the application in practice of the 
theory of the class struggle. The result of getting rid of the class that 
understood how to run business before government machinery had been 
set up to run it, was the almost complete breakdown of production. The 
civil war intensified the difficulties in some areas but even without civil 
war the decline in production would have been disastrous. 


(c) The Crisis of 1926-7 

At the end of the civil war, with industrial production practically 
at a standstill and trade in the utmost confusion, Lenin decided to 
introduce the New Economic Policy (or NEP) which was to permit 
private capitalism in trade and small-scale manufacture. Under this 
policy, private trade, production, and the standard of living rose steadily 
but the ““Nepmen” were becoming wealthy and the Bolsheviks felt that 
capitalism was growing up under their very eyes. Besides, it appears 
that a good deal of graft was present. For instance, state officials were 
charged with permitting the output of state enterprises to get into the 
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hands of the “Nepmen.” Consequently, a drive for the liquidation of 
the ““Nepmen” was started. This again occurred before state machinery 
had been built up to the job the “Nepmen” had been doing; con- 
sequently, the country was plunged into chaos again. 


(d) The Liquidation of the Kulaks 

The breakdown of production at the time of the liquidation of the 
“Nepmen” created a crisis in the food supply for the cities. The peasants 
refused to give up their grain for paper money when there were no 
industrial products which their paper money could buy. Consequently 
as part of the great programme of industrialization which featured the 
first five-year plan, it was felt that some further measures must be 
taken to insure a food supply for the growing cities. Professor Schu- 
man, a leading defender of Soviet policy, admits that the simplest way 
to have done this would have been to encourage the peasants to increase 
their output, but he says that that would have meant permitting capital- 
ism to develop. It was, therefore, decided to collectivize agriculture. 


Collective farms had already existed for several years. They were 
favored in matters of machinery, seed and fertilizers and the govern- 
ment expected that the peasants, seeing the advantages of joining the 
collectives, would join them voluntarily. However, as long as joining 
was voluntary, only two or three per cent of the peasants had joined. 
The government then decided to compel them to join. This was done 
with much violence and cruelty. The peasants who refused to join were 
designated “Kulaks’”’, and a drive was started against them under the 
title “Carrying the Class War into the Villages” and bearing the motto 
“Liquidation of the Kulaks as a Class”. This forcible procedure resulted, 
even on the admission of writers like Duranty and Schuman, in the loss 
of millions of human lives and about half the live stock in the Soviet 
Union. 


Here, as in the case of the liquidation of the ““Nepmen”’, the disaster 
was brought on by the application of the theory that capitalism is bad 
in principle and must be destroyed wherever found. Neither action was 
taken on the ground that capitalism was not working; rather on pre- 
cisely the opposite ground, because it was working so well that the 
fanatical adherents of communism were afraid it would soon become 
general. 


(e) The Reign of Terror, 1936-7 


When the Bolsheviks decided to govern Russia as a minority group, 
they started on a road that led logically, if perhaps not inevitably, to 
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the Reign of Terror culminating in the purges and trials of the thirties 
and the emergence of Stalin as an absolute dictator. 


When government became a monopoly of the Communist party, 
membership in that party was the only road to political power. Con- 
sequently the possibility existed that self-seeking adventurers who had 
no genuine attachment to the ideals of the party would become members 
merely for what they might hope to get out of it for themselves. To 
eliminate any such elements, the “purge” or “cleansing” was estab- 
lished. At first, the idea seemed to be to merely examine the background 
of the people who were joining, to find out whether they had given 
evidence of revolutionary working-class sympathies before the revolu- 
tion. Later the purge was used to eliminate all who disagreed with Stalin. 
In the purge and trials of the thirties this went to the extreme of 
liquidating more than half of the top-ranking members of the party, 
including practically all of the original old Bolsheviks except Stalin,® 
thus building up a new government personnel composed entirely of 
men who owed their positions to Stalin’s favor. 


This seems to be the clearest condemnation of the communist 
programme of dictatorship of the proletariat and implicit obedience to 
the party line. There is great disagreement as to whether the men 
charged with conspiracy were or were not guilty but it seems that on 
any view of the question, the communist system stands condemned. 
First the communist view, namely that the men were guilty, is of 
course is very hard to accept in view of the fact that Yagoda, the head 
of the secret police and the man responsible for purging many of the 
party leaders, was himself purged within a year when it was generally 
admitted that he had purged many innocent people. But even assuming 
that the men were guilty, what it seems to prove is that there is no 
middle ground between democracy and individual dictatorship. The 
communist party started out to rule Russia but claimed to be, and 
apparently during Lenin’s life actually was, a democratic organization 
within itself. But after Stalin had secured his position, democracy 
disappeared even within the party. Thus other leaders, including a 
majority of the high-ranking members of the party, finding no way of 
making their views prevail against Stalin’s and no peaceable way of 
superceding him, were reduced to the method of plotting his assassina- 
tion as charged in the indictment. On the other hand, if they were not 
guilty, if they were merely removed because Stalin feared that some 
of them might supplant him, or if they were sacrificed as an excuse 
for the failure of the five-year plans to raise the standard of living as 
®Duranty—U.S.S.R. 











-- The Quarterly Review of Commerce 


had been promised—then of course the Stalin regime is revealed as 
simply a murderous despotism. In short, whether the executed leaders 
were guilty or not, the system stands condemned. 


It is no valid answer to this argument to put the blame on Stalin 
personally and to say that he violated communist principles in turning 
the communist party into a rubber stamp for his views. Communist 
principles affirm that a minority of the population has the right to 
rule because it is applying the right policies, and the communists 
presume to decide which policies are right. People who take that position 
have no ground for complaint against Stalin. He has just as much 
“right” to claim that he is justified because his policies are right as the 
party has to make a similar claim. Once you depart from the principle 
of majority rule there is no way of saying how small a minority may 
rule; a minority of one is the logical outcome. 


To sum up, the attempt to gain time by abandoning the democratic 
way, to take a short cut to a collectivist society, while it has succeeded 
in collectivizing the economic system, has done so at the cost of more 
suffering and death than were involved in any other revolution in 
history, at the cost of rivetting an unshakable dictatorship on the 
country, which has not after twenty years of effort produced any marked 
improvement in even the material standard of living. 














DEVELOPING THE MOTIVATING FORCE—SALES 


By J. WILLIAM HORSEY 
President Dominion Stores Limited. 


HERE are apparently successful businesses which are being 

directed by rugged individualists whose decisions and leadership 
is based on tradition, and because of certain favourable conditions in 
their field, are making money, temporarily. Their future is not assured, 
they make no contribution to society nor to the industry of which they 
are a part. In fact, their number is surprisingly high. Their contri- 
bution to industry is destructive, and they are responsible for the 
unstable, unhealthy conditions existing in many industries today. 


One approach to the whole subject of Management is from the 
standpoint of “The Motivating Force in Business—Sales”. Sales or a 
sales consciousness in industry or individual business is a determining 
factor in success. 


The protection of a business depends on its progress. That includes 
the protection of people and the protection of earnings. A business must 
progress through vision. It should be kept in mind that sales are a 
prime factor in keeping a business healthy. They are in a large measure 
the determining factor in profits. There cannot be profits without the 
control of costs and pricing, but sales and a sales consciousness in an 
organization are still the motivating forces that get things done, and 
without these forces the business will become decadent and like the yeast 
plan, if not fed, will consume itself and die. 


Sales should be thought of in terms of leadership. Sales volume 
follows leadership. The degree of leadership a company attains is based 
on, or is measured by public opinion, and their cpinion is based on the 
character of the business. This character is not determined solely by 
ability to make money, but in far greater measure, by actions. The 
actions are the sum total of the individual and co-operative actions of 
the individuals who make up its personnel. 


The character of a business is good, bad or indifferent, depending 
on the actions of the business. The actions of the business, therefore, 
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must be carefully directed and guarded by policy. Most businesses fall 
into one of two classifications: 


(a) Those which have good controls with no objectives, 
(b) Those which have objectives and no controls. 


Control does not have to do only with control of expense, but the 
control of actions. It is basic in maintaining a successful operation not 
to resort to expediency because of temporary gain, but to establish 
controls that will ensure conformance in day to day action to the overall 
pattern. The objectives should influence the policy and the controls are 
the factors that make the policies effective or make them work. If this 
is understood, then a policy will be developed with the objectives in view, 
and day to day decisions and actions will be adjusted to the ultimate 
goal. 


Objectives in Business 
Dominion Stores Limited has stated its aim now for several years 
as follows: 


To fulfill with ever-increasing efficiency its responsibility 
as a distributor of food, thereby performing a satisfactory 
service to the consumer, producer, manufacturer and pro- 
cessor; to discharge its responsibility to shareholders whose 
investment makes the Company possible; and to provide its 
employees with a satisfactory living under the best possible 
conditions: 


The aim has been repeatedly emphasized to the organization and 
to the public in all public statements. It represents a broad statement 
of the objectives of the Company. Every company should have an aim. 
However, if the objectives are to influence the operation, it is necessary 
to go further and set down in detail the objectives of the business. The 
illustration attached indicates the manner in which the objectives of 
Dominion Stores Limited have been epitomized. 


The Company can be just as large as Management and the staff 
decide to make it, in other words, will be just as big and as wide as its 
vision and objectives. Certainly a business should know where it is 
going; what is ahead for it, and what it is trying to accomplish. If that 
can be set down, then the thinking in the administration of the business 
and decisions taken will be made with the long term objectives in view 
and will not be based on momentary factors that seem to be the thing 
to do today. 
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All these objectives, listed separately, cannot be divorced. The 
elimination of one would render the complete realization of the other 
impossible. They constitute a “whole”. Together they complete the 
picture; executed they will determine the character of the company. 
Opinion of the operation which determines the degree of leadership 
enjoyed, or to be enjoyed, will be a reflection of character. It determines 
the influence of the company in the industry and sales volume follows 
this line. To come back again to this thought—tthat sales volume follows 
leadership; leadership is based on opinion; opinion is based on char- 
acter; character is based on control—control of expense and control of 
actions. The difference between sales and cost is profit; so if a position 
of leadership can be maintained through the character developed, the 
company can be assured of continued progress and success in the busi- 
ness. To accomplish this purpose, which admittedly is high (may even 
be idealistic)—but, “Better have failed in the high aim, as I, Than 
vulgarly in the low aim succeed—as God be thanked, I do not”. 

—Robert Browning. 


To repeat, to accomplish this purpose a clear understanding is 
needed of the necessary factors that make up policy control. Every 
member of an organization should apply the following formula to his 
or her thinking and to each problem with which he or she is confronted: 


1. Analysis 
2. Planning 
8. Direction 
4. Execution 


Decisions should not be based on tradition, experience, hunches, 
what the other fellow does, etc., until each item has been analysed and 
the facts established. The time taken in analysis is not important. 
Determination of facts is the important thing. Planning can then pro- 
ceed on the basis of what the facts disclose. Careful direction involves 
the effort required to ensure understanding on the part of each in- 
dividual of the plan itself; the part the individual plays in its execution. 
No business is successful, unless all engaged in the enterprise are better 
off because of its existence. 


This means that the problems of the other fellow must be considered 
because the company makes money when all make money and industry 
is one and the company is a part of it. It means that the company must 
be firm when it is right; when its opinion is based on fact. Time and 
energy must be expended to carefully present the facts in order to 
prove that the company’s position is right and it is necessary to work 
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for the good of all. Honesty is imperative in all company statements 
and dealings, and every public utterance or action should impress all 
with the company’s soundness and desire to be co-operative. Thus, the 
company’s true character, because it is true, will create opinion of which 
the company may be proud and happy. 


Admittedly there is nothing new in this concept. 


This article does not attempt to present anything new but to spark 
some practical sound thinking. It is the responsibility of management 
to protect the thinking in the organization, and those who are in a 
position to direct people and business, must be sure that their thinking 
is right and then their actions will be right. 


An economical operation is the result of efficiency. Efficiency is 
the result of maintaining the best plants, efficiently laid out, with the 
best equipment and the best personnel in the plants throughout the 
organization. The initial cost of plants, equipment and people, whether 
in dollars, thought, training or time, is not first in importance. We must 
therefore commit ourselves to a policy of lower costs through efficiency, 
which will mean greater sales, which again means still lower costs. 


All these factors, plus those of efficient marketing and accounting, 
mean greater profits to the business. Lower cost comes through 
efficiency, and efficiency comes through the best facilities, the best people 
and satisfied customers. If a sound operation is to be built it is im- 
portant to have a clear understanding of the structure of the operation. 
No building can be soundly constructed without first an idea, second, 
a plan. Remember—the power of ideas—the only permanent thing in 
the world is thought. Anything seen, felt, tasted, or heard which can be 
appreciated through the senses is not permanent because it can be 
destroyed, it can be changed, it can be duplicated, but, the idea remains. 


The problem of distribution embraces many functions, of which 
transportation, wholesaling and retailing are a part. 


If private enterprise is to survive the post-war period, these 
organizations in the field of distribution, will have to justify their right 
to exist by performing the functions of distribution more efficiently than 
any other service or method. For instance, in retail food distribution, 
chain operators cannot hope to continue to exist unless they perform 
the function of retail food distribution more efficiently, and therefore 
at less cost, than any competing service or method. Bringing it down 
to an individual industry, if a firm is to maintain its position in retail 
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distribution, it will be forced to assume leadership in the development 
of a more economical distribution from the point of production to con- 
sumption. To accomplish this, future development will have to be 
based on a more scientific approach to the whole problem. 


In Dominion Stores there has been established a function that will 
ensure scientific study of all features of the problem of retail distri- 
bution and the soundest possible pricing policy. 


With such a function existing, there is a certainty of accurate 
statistical data and information on which to base decisions and the 
development of future policy in our field. If chain operators, as mass 
retail distributors, do not do the job more economically than any other 
method now in existence, or that may come into being, they will soon 
lose their position to the more efficient method. 


While past experience is an important factor in business, its chief 
value in the future will be to serve as a safeguard, whereas future 
progress will be influenced much more by scientific research with a view 
to what might be done rather than what has been done. 


The post-post war world or post-war Canada is not going to be 
something with which we cannot cope. After all, history will bear out 
the statement that, fundamentally, human nature remains the same, 
but no one can afford to be complacent and satisfied with the manner 
in which things are now being done. If it wishes to continue in business, 
then a firm will have to submit its thinking and actions to the closest 
examination possible to make sure that it is operating soundly and can 
stand the inroads of more efficient methods or services that may be 
introduced in the future. 


Now the war is over, one of the most important things a company 
can possess is consumer goodwill. Goodwill, like all other assets, must 
be protected against depreciation. Everything done in advertising, 
merchandising, and in store operations should be designed to protect 
and enhance consumer goodwill. 


To do this, it will be necessary as in the case of any other business, 
to live with the market—the consumer. Most manufacturers, pro- 
ducers, retailers, still prefer to live within their plants or their stores, 
in other words, within themselves. Here is an example. The following 
question was recently asked Mr. Henry Ford (the second) : 


Q. According to figures, it is now quoted that it costs 
$962 to make a car that cost $512 in 1941. Is the public asking 
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too much in a car? Will it have to be satisfied with a cheaper 
stripped-down model with fewer gadgets? 


A. The public can never ask too much of any manu- 
facturer. The public has the right to demand steady improve- 
ment in its automobiles, refrigerators, and every other manu- 
factured article, and a constantly increasing standard of 
living. They have to be shown that the manufacturers are able 
to meet their demands and build the best possible car for the 
least possible price. 


For many years, due to the lack of production, in North America 
particularly, large businesses were directed by production men. Pro- 
duction was greatly increased and, at one point, in almost every line of 
business, there was over production. In the last 25 years many large 
organizations have been directed by men who have a merchandising 
experience and concept, as it was necessary to develop markets to con- 
sume the products produced. However, the mental attitude toward 
business has not changed with the changing conditions. Many operators 
still believe that money is made out of production, whereas, money is 
actually made from sales. This adjustment in mental attitude requires 
those responsible for direction, living with the consuming public and 
gearing the operation to the requirements of the public. 


No business has a right to exist unless it is performing a public 
service. Here are some questions that should be faced: 


Is there a public problem? 

Can I help solve that problem? 

In other words, has my business a right to exist? 
Is it performing a necessary public service? 


If it is, then the public should be acquainted with the products 
and service offered. In doing so, advertising plays an important part. 


Advertising is still the construction and setting of a stage by 
which businesses convey to the consumer what they have to offer. To be 
effective, that stage setting should reflect what actually exists. The 
characters should be real: what they do and say should give an exact 
representation of our business. Not a smart, distorted story, but a 
true story. It should depict not only what the firm wants to tell people 
about itself and its products, but rather what they want to know. The 
start should be from the right side of Merchandising—the consumer. 
“Find out what people want to know and tell them” is a sound principle 
in Merchandising of which Advertising is a part. 
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What do people really want to know? They are interested first in 
themselves. How does the business and how do its products and services 
fit into their interests? Once an answer is arrived at these questions, 
then Merchandising can be planned with Advertising and Sales having 
their parts. 


Advertising should render a service to the consuming public. It 
should contain information of value; it should deal with public problems 
and attempt not only to sell the product or service offered, but the 
institution as a constructive element in better living. To accomplish 
this, honesty, simplicity, and effectiveness will be necessary. 


Word of mouth publicity is best; written word next. When both 
are equal the combination cannot be beaten. Christianity is a living 
example of this truth. Christ was the personification of the Sermon on 
the Mount. He not only said, “I am the Good Shepherd”, but he gave 
his life for the sheep. 


Less cleverness and more truth are required in Merchandising of 
which Advertising is simply an adjunct. 

Public relations must be sound. The public relations of a company 
will never exceed the company’s policy. An individual cannot say, “I 
am good”, unless he is. So with a business. Public relations like charity 
begins at home. 


The statement made by Mark Hanna many years ago should never 
be forgotten. “People and not things make money”. 
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SURVEY OF PUBLIC OPINION BY RANDOM 


SAMPLING 
By DAVID IVOR 


URING the first winter of Word War II, the British Government 

and, more particularly, the newly-formed Ministry of Information, 
decided that it would be useful to obtain objective measurements of the 
effects of the war on public opinion and social life. Several investiga- 
tions had already been carried out in this direction which had yielded 
certain qualitative information couched in such phraseology as the 
following: 


“There is a growing feeling... 

“The impression is common... 

“Widely approved... 

“Large sections of opinion think that... 
“Evidence accumulates that... 

“Some workers express concern... 

“Middle class people are beginning to ask .. .” 


The words “some, much, many, large sections, .etc.,” gave an indica- 
tion but not a measurement of magnitude, and references to “sections”, 
“workers” and “middle class” were similarly vague and unsatisfactory 
unless strict definitions were made and consistently applied. What the 
government required was a statistical measurement of the magnitudes 
implied in these qualitative terms, if possible in the form of percentages. 


The task of obtaining this information on a scientific basis was 
entrusted to a new organzation known as Wartime Social Survey 
established under the auspices of the National Institute of Economic 
and Social Research. It commenced operations on May 15, 1940, with a 
small field and office staff. The directing staff consisted of certain 
members of the faculty and graduate students of the London School of 
Economics and the field staff of interviewers was composed mainly of 
persons who were experienced in commercial surveys of consumer buy- 
ing habits. 

The survey gradually expanded the size of its staff and the number 
of interviews per week. On July 27, 1940, the project suffered a severe 
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blow when the “Daily Herald” published a strong criticism of the 
survey and its work which, up to that moment, appeared to have 
escaped the notice of the public and the newspapermen. This was 
followed by further criticism by several of the large London dailies 
during the next few days, though comment favourable to the survey 
appeared in a few papers, notably the “News Chronicle” and “Man- 
chester Guardian”’. 


Whether the attacks were prompted by a natural desire of the news- 
papers to be regarded as the chief organs for ascertaining public opinion, 
or by a scarcity of sensational news in what has often been called the 
newspapers’ “Silly Season”, or by a desire to secure the removal of 
Mr. Duff Cooper from the post of Minister of Information, they in- 
creased in intensity and soon the Survey was being ridiculed and its 
personnel described as “‘Cooper’s Snoopers”’. 


On July 31st questions were asked about the Survey in the House 
of Commons and the next day a debate on the subject took place on the 
motion for the adjournment. Criticism was voiced chiefly by Com- 
mander Sir Archibald Southby (Epsom) and Sir Stanley Reed (Ayles- 
bury) and the defence came mainly from the Minister of Information 
(Mr. Duff Cooper), Sir Derrick Gunston (Thornbury) and Sir Richard 
Acland (Barnstaple). The main criticisms were that the state of morale 
in Great Britain was so excellent that the investigation was unnecessary, 
that the survey resulted in unwarranted intrusion into the private homes 
of the citizens and that, anyway, the Members of Parliament, through 
their constituents’ letters and conversations, were well informed regard- 
ing the state of public opinion. 


Mr. Duff Cooper pointed out the importance of discovering public 
opinion by the government and expressed his doubts as to the efficiency 
of the newspapers and Member’s post-bags in this connection. He 
quoted Lord Bryce’s dictum: “The main difficulty of forming an opinion 
is that of finding public opinion out. Organs of opinion have been 
engaged in representing their own views as those of the people”. 


The press campaign appeared to have stirred up some opposition 
to the Survey among some local officials and this reacted on the work 
in two ways. First, it restricted the choice of areas in which the field 
staff could operate and, second, it became necessary for a representative 
of the directing staff of the Survey to visit the Mayor, Chairman of the 
Council or Town Clerk in each locality and explain the purpose and 
method of the Survey to forestall possible opposition on the part of 
local authorities. 
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Interviewing continued until the middle of September when, as a 
result of a review by the Ministry of Information, it was decided to 
bring the Survey to an end. Tabulation continued, the final report was 
prepared and on October 12th the organization was dissolved. 


Though the life of Wartime Social Survey was comparatively brief, 
it coincided with one of the most significant periods in the history of 
Great Britain and the world. For this reason a study of the methods 
employed and results obtained assumes more than ordinary interest. 
Moreover, the lessons learned from the successes and mistakes of this 
Survey should prove valuable to persons interested in the general 
problem of public opinion surveys. 


Random Sampling 

To ascertain the views of the public on certain issues it would be 
possible to interrogate every person and record his or her responses. 
Subject to the proviso that some people might not answer questions 
sincerely or frankly, the results obtained would be a complete census of 
public opinion on that subject. But this method, though almost perfect, 
is too laborious, time-consuming and expensive to be of use in the 
immediate formulation of policy or the measurement of changes in 
public sentiment over short periods. 


The alternative is to secure the opinions of a sample or cross- 
section of the public. Various ways of securing this sample have been 
attempted and Wartime Social Survey chose the method of Random 
Sampling. 


In some circumstances it is possible to ascertain the approximate 
composition of a group containing many individual units by analysing 
a sample of units selected at random. Thus the grain merchant who 
wishes to determine the grade of a consignment of wheat does not 
analyse the entire quantity but merely examines a small sample. He 
believes that the composition of the whole will not differ materially 
from that of the sample selected at random. 


Just as the qualities of the consignment of wheat may be deter- 
mined from a scrutiny of a small sample, so the opinion of the general 
public may be discovered by obtaining the opinions of some of its 
members selected at random. 


If certain precautions are adopted there is very little chance that 
the characteristics of the sample will be widely different from those 
of the universe from which it has been drawn. These precautions are: 
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1. The sample must not be too small. The bigger the sample the 
more likely it is to include all the opinions held by different citizens and 
to include them in proportions similar to those in which they are found 
in the population at large. If the sample equals the universe there is no 
possibility of divergence between the two; for any sample smaller than 
the universe there will be some chance of divergence but above a certain 
size the chance of the sample diverging widely from the universe 
becomes exceedingly small. 


Statistical theory enables us to state what the odds are that the 
figures obtained are within a given range of the actual figures. Thus, 
if 28% of a sample of 200 persons selected at random from a population 
of 70,000 declare that they prefer white bread to brown bread, the 
odds are 370 to 1 that the corresponding percentage of the entire popula- 
tion who prefer white bread lies between 1814 and 371% and the odds 
are 20 to 1 that the range will be from 2114 to 341% percent. Thus the 
degree of reliability attaching to the result obtained from a sample of 
any size from a given universe can be calculated and the necessary 
caution in the interpretation of the result be observed. 


2. The sample must be selected at random. If bias is allowed to 
enter the choice of the sample (unless the nature and degree of bias is 
calculated) no estimate of the probable error can be formed. Absence 
of bias requires that every unit in the universe should have an equal 
chance of being selected for inclusion in the sample. For this reason 
many of the so-called indications of public opinion, for example the 
correspondence received by newspapers or Members of Parliament, 
may be quite unrepresentative. Those who write letters either feel 
very strongly on the particular subject or have critical mentalities not 
found in the bulk of the populace. The correspondence will, therefore, 
be biased in favor of those sections of opinion. 


Method of Pre-Selection 
The Survey was first projected during the “Sitzkrieg” phase of 
the war when it was anticipated that the work would be conducted in 
accordance with a long term plan. Accordingly it was proposed to use 
the National Register of September, 1939, as the universe from which 
to choose the sample. 


Each person in Great Britain had been given a National Registra- 
tion number consisting of several letters and a number comprising one 
to four digits. The number of persons listed under each prefix looked 
like this: 
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AAAA 345 
AAAB 187 
AAAC 1294 


AAAD 3378 etc. 


The first task was to make a cumulative cotal like this: 
AAAA 345 
AAAB 187 
532 
AAAC 1294 
1826 
AAAD 3378 





5204 etc. 


Suppose it had been decided to extract for the sample every five 
thousandth number, it will be seen that the first number chosen would 
have been AAAD 3174 (subtract 204 from 3378). The Registrar Gen- 
eral’s Department would have supplied the name and address of AAAD 
83174 and of all other numbers selected. 


The sudden change in the conditions of the war forced the abandon- 
ment of this method of selection. It had originally been intended to 
change questionnaires at intervals of not less than one month. Now 
more frequent changes were considered desirable and so, instead of 
making the survey cover the entire country during a period of one 
month, it was decided to conduct enquiries in two or three localities 
at a time and to extract names for the selected localities as and when 
required. Selection from the National Register would have been too 
slow for this plan and so it was decided to select names at random from 
the Electoral Registers or Voters Lists. 


For this purpose the Electoral Registers had one main fault. They 
excluded all persons under the age of 21 at date of compilation and all 
persons who, at that date, had not been resident in the locality for at 
least six months. Since they were compiled in June, 1939, and the 
survey was conducted from May to September, 1940, the universe con- 
tained no person under the age of 22 and excluded people who had been 
resident in the locality for approximately 18 months or less—an im- 
portant matter when the extensive re-shuffling of population that 
occurred in the early months of the war is considered. 
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It was decided to take a sample of 1 in 350 but, where this would 
yield a sample so small that the margin of error would be too great, it 
was decided that the sample, even in localities with small populations, 
should always contain at least 250 names. 


After a period of experimenting it was found that in order to 
obtain interviews with 125 men and 125 women it was necessary to 
select the names of approximately 250 men and 185 women, women 
being more likely to be at home when the interviewer called. Therefore, 
this ratio between sexes was maintained. 


The basic principle of extraction to guarantee that the sample be 
random necessitated taking the names at equal intervals throughout the 
Voters’ Lists. Since the latter are arranged by streets this method 
ensured that the names selected were spread fairly evenly throughout 
the area surveyed. Suppose it were desired to choose the names of 400 
males and 300 females from a Voters’ List of 8,400 pages, then one male 
was selected from each 21st page (i.e., pages 21, 42, 63, etc.,) and one 
female from each 28th page. To obviate all bias, the name chosen was 
always in the same position on the page, e.g., the first name or second 
name, etc. 


The interviewer was instructed to make three calls on each name 
selected and to abandon the attempt if no interview had then been 
obtained. The interviewing of a “substitute” was not permitted since 
this would have overweighted the sample by the elderly, the sick and 
infirm and persons of independent means who would have been more 
likely to be home when the interviewer called. 


Choice of Areas 
Choice of areas for a survey depended upon: 


1. The nature of the questionnaire. 
2. The attitude of the local authorities. 
8. Cost and convenience. 


The type of questions asked had an important bearing on the areas 
selected. For example, Questionnaire No. 12 was designed to ascertain 
(1) what personal or domestic difficulties were caused by war work 
and night shifts and (2) what obstacles there were to the movement 
of labor from one area to another. Therefore, this questionnaire had to 
be asked in districts where (1) some industrial plants engaged in war 
work were located and where (2) there was a labour surplus which 
required transfer to areas where there was a labour shortage. For 
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more general questions, such as those concerned with morale, several 
areas of different types were surveyed, e.g., three London boroughs 
(working, middle and upper class), a Midland industrial town, a sea- 
port, a country town, a rural area, a seaside resort, etc. 


The attitude of local authorities became important after the un- 
favourable press campaign commenced and, of course, the expense and 
time involved in transporting a team of 8 or 10 interviewers tended to 
influence the choice in favour of London and the Home Counties, other 
considerations being equal. Also where a team had to journey to a place 
far from London, it was preferable from the standpoint of economy to 
select one or two other places in close proximity in which to continue 
work. 

Cost of Operation 

Despite the fact that overhead was very small due to the provision 
of free office space by the Royal Institute of International Affairs and 
that certain members of the directing staff were paid only nominal fees, 
the total cost per attempted interview was approximately 75 cents. 


Statistics of Interviewing 
The following table shows the effectiveness of attempted interviews 
by sex (the 728 shown as “ineligible” were persons found to be over 60 
years of age who were ruled out for the purpose of one particular 
questionnaire) : 
Total Number 


of 
Effective Unobtain- Interviews 
Interviews able Refused Ineligible Sought 
Men 6,800 4,385 280 415 11,800 
57.2% 36.9 % 2.4% 3.5% 100.0% 
Women 6,992 1,903 244 313 9,452 
74.0% 20.1% 2.6% 3.3% 100.0% 
Total 13,792 6,288 524 728 21,332 


64.7% 295% 2.5% 34% 100.0% 


Nature of Subjects Surveyed 
The first two investigations were made for the information of the 
Ministry of Food and were considered to be experimental. One dealt 
with the supply of milk and was designed to find out what housewives’ 
reactions would be to the elimination of door-to-door milk delivery, 
specifically whether they would be willing to collect the milk from a 
shop within 10 minute’s walk if they saved 14d. per pint thereby. The 
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other survey was to ascertain how strongly the public preferred white 
bread to brown or wholewheat bread so that the Ministry might have 
some idea what reaction there would be to an increase in the flour 
extraction rate.* 


Fourteen other questionnaires were issued at various times, though 
some of these contained the same or very similar questions. One of 
these was for the information of the committee under Sir William 
(now Lord) Beveridge on the re-allocation of manpower. The others 
were prepared for the Home Intelligence Section of the Ministry of 
Information. A partial list of the subjects covered in these includes the 
opinions of the public on such widely diverse matters as the govern- 
ment’s new control powers, the desirability of horse-racing in wartime, 
Mr. Churchill’s speeches, Hitler’s next possible step, advice versus 
definite orders in emergency matters, BBC news bulletins versus news 
in the newspapers, estimated length of the war, dangers to the country 
not being properly dealt with, war aims, peace aims, evacuation, articles 
other than food scarce in the shops, invasion emergency instructions, 
arming of civilians, content and timing of war news releases, emer- 
gency stocks of household goods, clothing and food, effects of tea ration- 
ing, punishment of war criminals, domestic difficulties connected with 
war work, the ethics of the food blockade of German controlled countries, 
the famous “Hitler leaflet”, radio speakers, interned aliens and con- 
scientious objectors. : 
QUESTIONNAIRES 

It was found to be a difficult and exacting task to frame intelligent 
questions which would yield precisely the results desired. Despite the 
great care with which questions were worded, faults were revealed on 
several occasions when the questions were actually asked. Through 
trial and error, certain principles were evolved which served as rough 
guides in framing questionnaires and enabled the Survey to avoid the 
more obvious pitfalls. 


The ideal opening question was found to be one which would put 
the informant in an expansive mood. A question such as “Which news 
do you prefer-the BBC bulletins or-the news in the newspapers”? 
proved a good one for this purpose. It was practical, straight forward 
and could be answered without much thought. Another good opening 
question was “Are you feeling the tea rationing”? The informant here 
felt that the government was taking an interest in his personal problems 
and the interview was more likely to start off on a friendly footing. 


*Readers will be aware that eventually the flour extraction rate was raised, by 
degrees, to 90 percent. 
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From the viewpoint of tabulation the most satisfactory type of 
question was that which permitted only a “yes” or “no” answer. Un- 
fortunately, many subjects do not lend themselves to this type of 
question. Often it was necessary to follow it with “If yes, why”? and 
“If no, why not”? which might elicit answers too diverse for easy 
tabulation. The question which offered a choice of alternatives, such as 
the one regarding news in the paragraph above, was also easy to 
tabulate. 


The “what do you think” question, though it might bring forth a 
wealth of information, was avoided after a time because the answers 
were too diverse for tabulation. 


Other questions to be avoided were those which, without being 
technically “leading”, nevertheless carried misleading implications. 
Such a question was “Why do you think Hitler has been successful so 
far”? The answers to this showed that a good many people believed 
Hitler had not been successful. A better question, afterwards adopted, 
was “Do you think that Germany has been successful so far”? and then 
“why”? Tabulation of the results of this revised question showed a 
large percentage of people answering “No”, indicating that the implica- 
tion of German success in the question first used had deterred many 
from expressing their true opinion or giving the matter consideration. 


A certain proportion of informants were inclined to answer “yes” 
to any question about which they had given little thought or had no 
definite opinion. In other words, it was best not to ask the question 


“Do you like . . .’s talks on the radio”? The unthinking were almost 
sure to answer “Yes”, perhaps out of politeness. A better question was 
“What radio speakers do you like to hear’? The frequency with which 
any neme appeared on informants’ lists of preference indicated that 
speaker’s relative popularity. Thus, when a question, “What do you 
think of Mr. Duff Cooper’s talks”? was asked, the percentage approving 
his talks averaged 60. But when the question “What speakers do you 
like to hear on the wireless” was asked, Mr. Duff Cooper scored 28 
points as compared with 100 for Mr. Churchill. 


Prompting questions were useful to elicit precise information and 
to simplify tabulation. An example used was “How long do you think 
the war will last? Till August? Christmas? Next summer? Longer 
still?” Results from this may have been slightly misleading because 
psychologists tell us that there is a tendency for the first and last items 
in a series to be remembered more easily than the items in between. 
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It was found that questions, the answer to which is obscure unless 
supplemented by information regarding the background of the in. 
formant’s mind or personal situation, ought to be left out altogether. 


It will be appreciated that in trying to ascertain the state of public 
opinion indirect questions often had to be used. Unfortunately, the 
results obtained from such questions might be difficult to interpret. For 
example, “Do you think there are any dangers to this country which are 
not being properly dealt with”? was asked with the object of revealing 
the degree of confidence of the public in the Government’s actions. 
Perhaps the results did reveal this but they may merely have shown 
what proportion of the population was critically minded. 


Questions which informants could not answer from their own 
knowledge or observation were not shunned for that reason alone. It 
was considered quite useful to ask housewives such questions as “Do 
you think the best possible use is being made of machines and tools”? 
A question of this kind revealed the state of public opinion on such 
things and whether that opinion was based on rumour, gossip or second- 
hand information did not matter for the purpose. In other words a 
“public opinion” survey is simply a survey of what people think or 
believe, regardless of whether their thoughts and beliefs are based upon 
true or false information. 


To be avoided were questions which might invite ridicule and place 
the interview on a frivolous plane. A mild example of this occurred in 
Chichester when the question “What do you think Hitler’s next step 
will be’? was being asked while a particular violent air battle was in 
progress above the city. Naturally this question under the circum- 
stances aroused considerable merriment. 


Finally, there were certain types of questions which could not be 
asked at all. First were those on subjects about which official pro- 
nouncements had been made. For example, such a question as, “What 
do you think of ‘Lord Haw-Haw’s’ broadcasts”? would have provided 
very useful information but, since the public had been officially dis- 
couraged from listening to German propaganda (at that particular 
time), it would not have been fair to have asked them to confess that they 
still did listen to it. Second were those questions which might arouse 
suspicion and alarm. Thus the question “Do you think it a good idea 
or a bad idea that every man and woman should be armed’’? had to be 
withdrawn because it provoked such a reaction. It must be remembered 
that the question was being asked at a particularly anxious and un- 
certain period by a person who, in the eyes of the informant, was a 
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government representative with, supposedly, “inside information”. The 
third type of prohibited question was that which proved to be beyond 
the knowledge or mental capacities of many informants. For example, 
a question about the budget revealed that many people did not even 
know what the word meant. 


A word should be said about “reaction time”. When asking a 
question about a specific event or announcement, e.g., one of Mr. Chur- 
chill’s “speeches”, it was found desirable to put it at a time when the 
public was still interested in the matter because it was fresh in their 
minds, but not so soon that they had insufficient time to assimilate it 
and form a definite opinion. 


*Technique of Interviewing 


It is a matter of opinion whether or not the interviewer should be 
allowed to vary the wording—though not the meaning—o: questions to 
suit the mentality of the person being interviewed. Wartime Social 
Survey did allow interviewers to paraphrase some of the more difficult 
questions so that they would be more easily understood. That was be- 
cause most of the Survey’s interviewers were experienced in the tech- 
nique of interviewing and knew how to exert sufficient “personality” to 
secure a friendly interview without thereby influencing or “biasing’ ’the 
informant’s answers. That the Survey’s interviewers exercised qualities 
of tact is attested by the fact that in only about 2 percent of all calls 
were interviews refused or not completed and that in most cases they 
were asked inside the home and frequently proffered cups of tea and 
other refreshment. It also shows that most people dearly love to be 
consulted about their opinions. 


The matter of interviewer bias was regarded as very important, 
especially regarding political and moral questions, and periodical checks 
were made by the tabulating staff to discover whether any bias existed. 
This could be done by comparing the answers recorded by a particular 
interviewer to selected questions to those recorded by the others. Bias 
was usually expressed either in the manner in which the interviewer 
asked certain questions or in the way in which he or she recorded the 
answers when the latter were not simply “yes” or “no”. Where bias did 
appear the interviewer was cautioned and, if it persisted, was dismissed. 


Tabulation 
Questions to which the only possible answers are “yes”, “no” or 
“don’t know” raised no difficulties in tabulation. These arose only where 
a variety of answers was possible. 
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The nature of the classification depended to a great extent upon the 
actual answers received. It was also influenced by the purpose which 
prompted the setting of the question. Thus, in tabulating the answers 
to the question. “How do you think conscientious objectors should be 
treated”? an attempt was made to devise categories which would suggest 
the reasons for the answers. Answers which said that conscientious 
objectors should be forced to do non-combatant work were subdivided 
into those which stipulated that they should be paid ordinary army 
rates and those which did not mention “remuneration”. The extent of 
the feeling against possible “profiteering” by conscientious objectors 
could then be gauged. 


It was found that no category which will contain only a few answers 
should be devised unless there is a sound reason for doing so. Excessive 
sub-division detracts from the reliability of the figures and makes com- 
parison difficult. Though there were very few “cynical” answers to the 
question, “What do you think is the most important thing we are fighting 
for’’? they were classified separately because they gave some indication 
of confidence (or lack of it) in the government and its war objective. 


Tabulator bias is a danger that may exist where the answers are 
not sufficiently clear-cut to fall readily into definite categories. In the 
example mentioned in the previous paragraph, different tabulators 
differed in their interpretation of what were cynical answers. 


Lengthy answers to questions involving more than mere assent or 
disapproval almost invariably raised the problem of which category 
should the answer be placed in. To classify the one answer in each of 
the possible categories would give too much weight to the opinion of that 
individual. The practical expedient adopted by the Survey was to take 
either (a) the reason or viewpoint mentioned first or (b) that which 
the informant appeared to stress most. The second was preferable 
where the “most stressed” reason or viewpoint was fairly obvious. 


Analysis of Results 
Anything in the nature of a complete summary of the results ob- 
tained by Wartime Social Survey would be impossible due to the great 
number of subjects covered, the fact that the number of areas surveyed 
on some questions was too small to give reliable results and the period 
of time—314 months—too short to show marked trends in public opinion 
in conformity with changes in the war situation. 


However, it is possible to look at the results obtained from three 
or four questions which illustrate certain common tendencies. 
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Survey of Public Opinion by Random Sampling *® 


“What do you think Hitler’s next step will be’? 

As would be expected when this question was asked in late May 
and early June, most people thought that an attack on England was 
imminent. When the German forces veered toward Paris in June, an 
increasing percentage thought the next step would be a further invasion 
of France. By August the focus was once again upon an invasion of 
England. The two most interesting things noted, however, were that 
a much larger percentage of women than men thought that Hitler’s 
next step would be an attempted invasion of England (an average of 
2414% for men as compared with 34% for women) and that by August 
a much higher percentage of informants would express no opinion, the 
first suggesting that women are more likely to give the obvious and 
unthinking answer than men, the second: suggesting that people were 
realizing to an increasing degree the complexity of the war situation. 
“Which news do you prefer—the BBC Bulletins or 
the news in the newspapers”? 


The BBC won the preference here with an average of about 68% 
as compared to about 14% for the newspapers. It is interesting to note 
that women preferred radio news (72%) more than men (64%), prob- 
ably because they had more chance to listen to it. When it came to 
reasons for this preference for BBC news, the overwhelming one (about 
75%) was its greater accuracy, not, as one might have supposed, the 
speedier release of news via the radio. However, the farther away from 
London (the source of the great British daily newspapers) that the 
survey was conducted the less important became the “greater accuracy” 
reason and the more important became the “speedier release” and other 
reasons. Thus, comparing St. Pancras (a London Borough) with Trow- 
bridge (Wiltshire) the results were: 








St. Pancras Trowbridge 
Men Women Men Women 
Great Accurracy 64% 62% 46% 31% 
Speedier Release 9 4 24 11 
More Detail 7 3 1 1 
Other Reasons 20 31 29 57 
Total 100% 100% 100% 100% 


“Do you think there are any dangers to this country 
which are not being properly dealt with”? 

Men were more critical than women, about 32% of men thinking 
there were such dangers and only about 21% of women. There were no 
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changes in opinion over time, suggesting the existence of a critically 
minded section of the community which will always find some cause for 
criticism, no matter what the state of affairs. The nature of these 
apprehended dangers proved interesting. Contrary to government 
expectation the dangers of indiscreet talk, rumour-mongering and 
“Fifth Columnists” were rarely emphasized. The chief criticism was of 
Home Defence and this criticism increased as the months went on, 
chiefly because of the growing anxiety regarding inadequate provision 
of air-raid shelters and anti-aircraft defences. 


“What do you think is the most important thing we are fighting for’? 

An average of 73% of informants said that they were fighting for 
freedom or liberty or some similar concept. About 8% said that they 
were fighting for their lives and/or their country. Very few indeed 
revealed cynicism or disapproval of British war aims. 


Analysis of results by social classes showed a surprising similarity 
in attitudes towards most problems such as treatment of conscientious 
objectors, enemy aliens and formulation of peace aims. However, as 
would be expected, the higher social classes displayed more ability and 
willingness to express themselves on such matters. 


Differences in age groups were found to be relatively insignificant. 


Women, as a rule, were less willing or able than men to express 
opinions. They also tended to give more obvious replies and were less 
inclined to point out faults. More women than men declared that, in 
an emergency, they would prefer to receive advice rather than orders 
from the authorities — an interesting result which might be inter- 
preted as meaning that women, though thinking less about current 
national problems and being less critical, prefer to retain their personal 
indepedence more than men. 


Checks on the Sampling 

To ensure that the samples which the Survey obtained were really 
cross-sections of the population and did not contain too great a pro- 
portion of certain age groups, social groups or occupational groups, 
their composition was checked against that of the National Register 
and Colin Clark’s “The Conditions of Economic Progress”. Some evi- 
dence of certain over-representation and under-representation was 
found and steps taken to remedy such situations, which, though per- 
haps not very serious, did to some extent tend to distort the Survey’s 
figures slightly. 
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Conclusions 

Wartime Social Survey had too brief and hectic an existence to 
allow proper correction of the faults that its directing staff discovered 
in the course of its operations. However, the methods employed and 
the problems that were encountered should be worth study by persons 
interested in the comparatively new and relatively undeveloped field 
of public opinion surveys. Comparison of the methods of the Gallup 
Poll and Mass Observation with those used in this British experiment 
should also be useful. 


The author has confined himself to factual description of the main 
points connected with Wartime Social Survey without attempting any 
evaluation of this type of work. But the reader who has retained 
sufficient interest to bring him this far would be well advised to consider 
further in his own mind the possible scope and limitations of random 
sampling as a method of learning for public or private profit the 
opinions of the public. 
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THE SELECTION AND USE OF A JOB 
EVALUATION PLAN 
By J. M. O’BRIEN 


Objective of a Job Evaluation Plan 

Job Evaluation plans are many and varied. They all have the same 
general objectives, among which are the following: 

To establish a uniform rate for all occupations requiring compar- 
able skill and effort in the same plant. 

To establish an equitable relationship between occupations from 
the bottom to the top of the scale. 


To take the mystery out of rate setting. 

To enable a firm to pay equitable rates in relation to existing rates 
and company policy. 

To provide the employment staff with information regarding 
various job requirements and thereby enable them to do a better job 
of hiring people. 

To provide information showing proper lines of promotion. 

To detect problem cases. 

To help eliminate and settle wage grievances. 

The many and varied plans of Job Evaluation consider and evaluate 
the job not the incumbent. This is a most important point to remember 
and one which, if not followed religiously, will get the evaluators into 
difficulty time and again and will make their evaluations of doubtful 
value. 


Three of the common techniques are: 
The straight point method. 
The weighted point method. 
The direct to money method. 


These techniques have many common practices. 

All the foregoing techniques require careful preparation of Job 
Descriptions and then a careful analysis of the jobs. 
47 
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Job Descriptions 

Job descriptions may be prepared by having the employee write 
his own job description, supplemented by answers to a questionnaire 
designed to record data necessary for a proper appreciation of the job 
requirements. This job description and questionnaire should be re- 
viewed by the employee’s supervisor. 


It may also be prepared by having a job analyst interview the 
employee, the supervisor and any other interested party who has per- 
tinent information to contribute. 


It must be borne in mind that it is almost impossible to write a 
perfect job description. One can describe an operation in detail but, 
of necessity, one cannot include in a job description all the things a 
Class 1 Toolmaker might be required to do, or an Electrician or even 
a Sweeper. 


The language used is most important. For example one might say 
that an employee handled invoices. The word “handle” could mean the 
handling in moving the invoices from one desk to another. It could 
also mean entering the price on the invoice from a requisition or it 
could mean approving the invoice for payment. 


Similarly, with the word “file” it could mean file previously classi- 
fied material or filing material which must be classified by the person 
doing the filing. 


The foregoing are just two examples used to show the necessity 
for care in the choice of words used in job descriptions and also the 
need for standardization in the preparation of the job description. 


It would seem that, since certain skills are required to write Job 
Descriptions, a Job Analyst should be responsible for their preparation, 
so that all important factors are recorded and that the language used 
clearly indicates exactly what the job comprises. 


Job Analysis 

Regardless of the plan of Job Evaluation used, the Job Analysis 
should be done by a Committee who have a thorough knowledge of 
the jobs to be evaluated; are experienced in the technique and have 
the analytical ability to sift the wheat from the chaff. They must have 
the perspicacity to discount the prejudices of the various supervisors 
with whom they will have dealings, the open mindedness required, 
great patience, tact, and must forget their preconceived values. 
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The various plans of Job Evaluation in general use, employ four 
main factors: 
Skill. 
Effort. 
Responsibility. 
Working Conditions. 


Pp r 


Skill may be generally defined as knowledge with the ability to 
apply it and is something which the employee brings to the job in order 
to perform it satisfactorily. Effort will include both physical and mental 
effort and is that which the employee must put forth to satisfactorily 
perform the work. Responsibility covers the things over which the 
employee has control and, therefore, for which he must assume responsi- 
bility. Working conditions are the physical conditions surrounding the 
job which affect, or may affect the employee and over which the em- 
ployee has not control. 


These main characteristics have been broken down in the various 
plans until some plans have as many as 25 and 30 subdivisions. It may 
be argued that the more subdivisions there are the greater the accuracy, 
but it is a certainty that the more subdivisions there are the more 
work there is involved for the analyst. 


Some typical subdivisions are: 

Mentality, training, scholastic fontent, tact, force, personal require- 
ments, analytical ability, mental application, physical application, 
initiative, executive responsibility, monetary responsibility, responsi- 
bility for others, responsibility for equipment, hazardous working con- 
ditions, disagreeable working conditions, etc. 


However, all the subdivisions may be tied back to the four main 
characteristics which affect the value of the job. 


The analysis of the job which takes place following the obtaining 
of the Job Description should include a careful study of each job to 
be sure that the job has been standardized, simplified, etc., and that 
the working conditions have been made as satisfactory as possible. 
The reason for this is that, later on, when evaluating the job, credit 
(points or money) given will be based on the various factors. It would 
be a mistake to give a job credit for a high degree of skill if the job 
could be standardized and simplified, materially reducing the skill 
requirement. One may also find certain working conditions for which 
credit would be given. In these cases the conditions should be improved 
before the assignment of points and money. 
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Analysis of the Evaluation Factors 
Having standardized, simplified, etc., the jobs the actual analysis 
begins. 


Skill 

In analyzing the skill requirements the job is studied carefully to 
determine the education required in order to learn the job in a normal 
time, the previous experience required, the experience on the job, the 
dexterity, etc. These requirements are expressed in accepted standard 
terms such as Public School education, four years previous training, 
great finger dexterity, etc. 


Effort 

In analyzing the effort requirements the job is studied to determine 
what effort the employee must exert (mental and physical), and the 
continuity of such effort. The findings are expressed in accepted 
standard terms such as very heavy work 50% of the time — little 
mental effort required occasionally, etc. 


Responsibility 

In analyzing responsibility the job requirements are studied to 
determine how many people are supervised, the responsibility for cost, 
safety of others, safety of equipment, safety of product. The results 
of the study are expressed in accepted standard terms, such as re- 
sponsible for five typists, little or no responsibility for cost, safety of 
others, etc. 


Working Conditions 

Once more the job requirements are studied in order to determine 
whether the conditions are hazardous, disagreeable, etc. The results of 
the study are expressed in accepted standard terms, such as employee 
required to wear protective clothing, continuously exposed to cuts, 
bruises, etc.; considerable wear and tear on clothing, danger of sili- 
cosis, etc. 


Techniques of Factor Analysis 

Up to this point the three techniques mentioned earlier are similar; 
that is they describe the jobs and analyze them according to the various 
factors decided on and express the job requirements in accepted standard 
terms in order that the jobs can be related one to the other. 


Straight Point Technique 
This method assumes that all factors have an equal range of point 
values. There are many plans which use this technique. In one case, 
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for example, the plan allows each factor a range of from 0 to 10 points. 
This particular plan uses 10 factors which gives it a possible minimum 
of 0 points and a possible maximum of 100 points. Other plans have 
20 factors and a point range of 1 to 5 for each factor. One of the main 
disadvantages of this technique is that it places emphasis on dissimilar 
characteristics rather than making a comparison of the relative worth 
of similar characteristics. 


The Weighted Point Technique 

This system attempts to evaluate the worth of each characteristic 
in relation to the other characteristics as they apply to the particular 
type of industry in which the evaluation is being done. That is to give 
skill its proper weight it it is an industry requiring varying degrees of 
skill from, say, unskilled jobs all the way up to highly skilled technical 
jobs, or it may be an industry where effort is the most important single 
characteristic. In the latter case the weight is put on effort. Similarly 
with the other characteristics the weighted point method permits evalua- 
tion of the characteristics in proper relation to the requirements of the 
industry. 


This technique has many well known plans — National Metal 
Trades, Westinghouse, National Electrical Manufacturers Association, 
General Electric, U.S. Steel, General Foods and many others. 


Each of these plans has been tailored and developed to suit the 
particular conditions of the industry. However, there is some variation 
in weighting of characteristics between the plans used by companies 
in substantially similar industries. 


This technique requires the evaluators to go over all jobs, or a 
majority of jobs, characteristic by characteristic and assign points for 
the characteristic of each job in relation to the same characteristic of 
the other jobs. That is, to take skill, for example, and using the job 
descriptions, the job analyses, the job requirements, the range of points 
allowed for skill to then assign points for the skill requirement of each 
job in relation to ali other jobs. When points have been assigned to 
the skill characteristic of each job the jobs are ranged in order of 
point value and analyzed to be sure that the assignment of points for 
the skill characteristic is equitable and properly related one job to the 
other. 


This procedure is followed with each of the characteristics used 
and then when the evaluators are satisfied with the rating of each 


UNIVERSITY OF ARKANSAS 
LIBRARY 











52 The Quarterly Review of Commerce 


characteristic the points are totalled andfagain the jobs are ranked in 
order of point value and analyzed to be sure that the overall relation- 
ship is equitable and the jobs properly related one to the other. Plans 
using this technique have considerable variation in total possible points. 


Those using a high number of possible points feel that this 
minimizes the possible affect of an error. For example an error of 
10 points in a plan with a possible of 1000 points is only 1% error 
whereas an error of 10 points in a plan using only a possible of 100 
points is a 10% error. The high number of points also permits better 
grouping of jobs. 


Some plans using this technique set up characteristic point value 
scales. That is, they evaluate key jobs from the top to the bottom of 
the range for each characteristic and then fit in the other jobs in 
relation to their requirements and the requirements of the key jobs. 

Other plans develop tables or charts to be used as a guide in 
making the evaluations. For example the plan may set out a table or 
chart such as the following :-— 


Learning Time 


10 years 10 points 5 years 5 points 
2. .. ee: 2. i 
er! 3, ..™ he So 
ie ae Ely ke 
6 “ ; 6 “ce 1 sé 1 “ 


and have similar charts for the various other characteristics used. 


Determination of the Dollar Relationship 

Both the straight point and the weighted point technique give the 
relation of one job to another in points but it is still necessary to 
determine the money relationship, of one job to another. 


The first step in determining the money relationship is to divide 
the possible point range into steps. For example one may have a 
possible 150 point maximum and decide to have 15 grades, as follows:— 


0-10 points......... grade 1 71-80 points grade 8 
11-20 = Se icrie 81-90 = i aan 
21-30 See 91-100 “ = 20 
31-40 - Tine ae 101-110 “ aon 
41-50 % ahaa” hatred ae 111-120 “ ie 
51-60 * seaieiik cl 121-130 “ as a 
61-70 - be ee 131-140 “ *., 


141-150 points grade 15 


One then groups all the jobs falling in the various point ranges and 
picks key jobs from each grade. The key jobs should be well established 
jobs which can be found in other industries in the area. Using these 
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key jobs one takes a wage survey making very certain that the wage 
information obtained on the survey is for jobs requiring comparable 
skill and effort. When the community rate information has been 
carefully studied and analyzed it is then plotted on a scatter chart 
using job evaluation points as the abscissa and cents per hour as the 


ordinate. 


The line of average relationship is then determined by drawing 
a line through the dots on the chart, using the method of least squares, 
or some other method. 


A money value for each of the jobs or grades may then be 
established. This money level could be related to the community curve 
in accordance with company policy, i.e. above community, equal to 
the community or less than the community. The amount above or 
below would also be a matter of company policy. 


Direct to Money Technique 

This technique has several plans which use the same general 
approach with variations. 

The first two steps are the same as in the other two techniques, 
(the Job Description and Job Analysis steps). Having completed the 
first two steps the Committee doing the evaluation select several key 
jobs and, limiting the characteristics to be considered to seven or 
eight, they rank the jobs in order of value. (The rates considered to 
be correct for these key jobs.) The evaluators then distribute the 
cents in the hourly rate to the various characteristics. 


For example: 


Job A Responsibility . 80 

Skill . 50 Working Conditions 15 
Effort wows 20 — 
115 


They then rank the jobs for the various characteristics in order of the 
amount or degree of the characteristic required by the job. This pro- 
cedure helps them check the cents they assigned to the characteristic 
for the particular job. Variations and descriptions are discussed until 
agreement is reached and they then have bench marks for each char- 
acteristic in cents per hour which can be used as yardsticks in 
evaluating all other jobs. The value in cents of the other jobs is the 
total of the cents assigned to each of its characteristics. 


As a rule plans using this technique have no upper limit on cents 
for any characteristic. 


Selection of a Job Evaluation Plan 
In deciding on a plan of Job Evaluation one should examine the 
various plans and techniques; measure them against the requirements 
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of the situation, and if none cover it adequately tailor one to fit the 
requirements, since it is most important to the satisfactory operation 
of the plan that it be adequate in all respects when installed. 


When a plan is installed it must be worked with just the same as 
you must work with your garden after it is planted. Job Evaluation 
demands constant attention. Technological changes, work simplifica- 
tion, changed inspection standards, changes in volume, etc., affect the 
job content and, consequently, the job value and if the plan is to 
serve its purpose it must be kept up to date. 


There is no unanimity of opinion on the part of Unions regarding 
Job Evaluation. Job Evaluation has been criticized by the International 
officers in particular, many of whom claim it was invented by manage- 
ment to eliminate or to limit Collective Bargaining. They have called 
it a trick, Mumbo Jumbo, pseudo scientific. Some of the Internationals 
have advised their locals to accept it as long as it secured increases 
for them but advised the local that they should not become a party 
to it. 


Some Unions, the clerical workers in particular, have recommended 
that there should be Job Classification with appropriate salary schedules 
and no top limit. 

Throughout the war years many union locals participated in Job 
Evaluation programs and made joint submissions to War Labour 
Boards, asking for approval of their results. 


Job Evaluation properly applied has provided and will continue to 
provide management with the factual information necessary to make 
intelligent decisions regarding rates of pay during wage negotiations 
and when settling grievances during the term of the agreement. 
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PRINCIPLES OF ECONOMICS 
By RALPH H. BLODGETT 
New York, Rinehart and Company, 1946 pp. XVI + 668, $4.00. 


HIS book is an extensive revision of Professor Blodgett’s Principles 
T of Economics, published in 1941. The present edition “represents, 
as every textbook must, a compromise between two desirable but often 
conflicting objectives—simplicity and accuracy or completeness”. In 
the reviewer’s opinion, Professor Blodgett has been successful to an 
unusual degree in steering a middle course. In this work fundamental 
economic principles are presented clearly and concisely, yet any attempt 
at over-simplification has been avoided. As a result the subject matter 
cannot be mastered by a superficial reading but is “within the grasp of 
any average student who can achieve a moderate level of sustained 
effort.” 


The plan of the book is not unconventional. The first four chapters 
present introductory material. Chapters V - IX deal with Production; 
Chapters X- XVI explain the nature of Exchange; Chapters XVII - 
XXII set forth the fundamentals and problems of Distribution ; Chapters 
XXIII - XXVI elucidate the principles and mechanics of Money, Bank- 
ing and Foreign Exchange. The remaining five chapters are concerned 
with International Trade, Public Finance, Economic Instability 
(2 chrs.) and Economics in War and Peace. 


One of the many commendable features of this book is the manner 
in which the subject production, exchange, and distribution have been 
integrated. The reader does not get the impression that these topics 
are more or less unrelated and, therefore, require separate treatment. 
To explain the principles involved the author makes extensive use of 
easily interpreted charts and diagrams. He also frequently refers to 
experience in the practical business world as a means of illustrating 
and substantiating economic theory. Professor Blodgett, however care- 
fully distinguishes between the actual economic system and the ideal, 
theoretical model. Although some consideration is given to Consumption 
in Chapter I, pp. 6-11, the treatment of this topic is inadequate, even 
for an elementary textbook. 
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The material on money, banking, foreign echange, international 
trade and public finance follows the usual pattern found in introductory 
works on economics. The author’s lucid style, found in the earlier part 
of the book is maintained, but the reviewer regrets that Professor 
Blodgett did not include an explanation and evaluation of the Inter- 
national Bank and the International Monetary Fund. Even if these 
institutions had not commenced operations when the book was published, 


the machinery was set up, at least on paper. Certainly the principles 


and problems involved are of more than mere academic interest. 


The two chapters on economic instability are provocative, even if 
the author takes a conservative viewpoint. He criticizes the Mature 
Economy Doctrine, pointing out that: (a) “the declining rate of popu- 
lation growth is an old friend of seventy years’ standing in the United 
States” and asks “why it should turn and smite us all at once after living 
with us in peace for so long”? (b) the frontier passed in the United 
States some fifty years ago. (c) the dearth of new industries is not a 
serious matter insofar as “we always seem to be more dependent for 
investment opportunities on a mob of small industries than on any 
great one” (p. 606) (d) the self-financing of capital maintenance and 
expansion is of less significance than members of the Economic Maturity 
School would have us believe because — “the allowances which are made 
for depreciation and obsolescence in our economic system as a whole 
are far too small to provide in full for the. capital consumption which 
occurs”. Furthermore — “investment is a dynamic process and the 
growth of one firm by means of internal savings out of earnings may 
lead to the expansion of other firms on the basis of external funds”, 
(p. 607.) 


Anyone who has become an enthusiastic supporter of the mature 
economy theory and deficit spending as a means of attaining and main- 
taining full employment should read Chapters XXIX - XXX of this book. 
Nevertheless, while the author raises pertinent questions as to the 
validity of the economic maturity doctrine and the ability of govern- 
ments by means of monetary manipulation and public works programs 
to solve, within the framework of the capitalistic system, the unemploy- 
ment problem, he fails to suggest any satisfactory method of evercoming 
the evils incident to a general deflationary movement. 


Under the heading Economics in War and Peace, the author very 
ably demonstrates that, contrary to popular opinion, many economic 
principles are as valid in wartime as in peacetime, since they are not 
conditioned by institutional factors. Others, while valid under assumed 








Principles of Economics 57 


conditions, may lose their significance in wartime as a result of govern- 
mental action . . . “but on the whole the reports concerning the 
destructive impact of war on the principles of economics have been 
greatly exaggerated”. 


Based on the author’s extensive teaching experience this book con- 
tains sufficient material for a full year course in elementary economics. 
The subject matter in the text is supplemented by a list of questions and 
problems, also many references for additional reading, at the end of 
each chapter. 

M. K. INMAN. 
University of Western Ontario. 








